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SUBJECT: Enpl oyer Provided Donestic Violence Awareness Credit/Allows Credit to
Reduce Tax Bel ow Tentative M ni num Tax

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of bill as
introduced/amended

X AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTS DID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of hill as
introduced/amended

FURTHER AMENDMENTS NECESSARY .
DEPARTMENT POSITION CHANGED TO

X REMAINDER OF PREVIOUS ANALYSISOF BILL AS AMENDED April 10, 2000, STILL APPLIES.
OTHER - See comments below.

SUWARY OF BILL

This bill would provide a credit equal to 25% of the costs paid or incurred in
California in establishing and maintaining resources or educational prograns to
rai se awareness of donestic violence in the workpl ace.

SUWARY OF AMENDMENT

The April 24, 2000, anendnments reduced the credit ampunt from 75% to 25% of

al l owabl e costs and reinstated the current law credit [imtation provisions under
the Bank and Corporation Tax Law for disregarded entities that were inadvertently
deleted in the prior anmendnent.

The amendnents resol ved the policy consideration regarding the size of the credit

raised in the departnent’s analysis of the bill as anended April 10, 2000.

Except for that policy consideration and the tax revenue estinmate, the
departnent’s analysis of the bill as anmended April 10, 2000, still applies. A
description of the bill and a new tax revenue estimate under “Fiscal Inpact” are
provi ded bel ow. In addition, the information under “Policy Considerations,”

“I nmpl enent ati on Consi derations,” and “Board Position” are restated bel ow.

SPECI FI C FI NDI NGS

This bill would create a credit equal to 25% of the costs paid or incurred in
California in establishing and maintaining resources or educational prograns to
rai se awareness of donestic violence.

“Resources and educational prograns to raise awareness” would include, but not be
limted to, any of the follow ng:
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Devel opi ng and i mpl enenti ng docunented training about the inpact of donmestic
vi ol ence for human resource staff, managenent and enpl oyee assi stance

prof essionals, and security staff and enpl oyees. Trainers would be required to
denonstrate expertise in understandi ng donmestic viol ence.

Providing | eave, either paid or unpaid, for enployees who are donestic viol ence
victins to seek shelter, seek counseling at a | ocal service provider, or for
court-rel ated needs.

Integrating the needs of donestic violence victins who are enpl oyees into

exi sting enpl oyment policies and practices.

Devel opi ng security protocols for enployees, including enployees who are
domestic viol ence victins.

Provi di ng donestic violence resources to enployees (e.g., security for

enpl oyees, information about support services for donestic violence victins,
ener gency financial assistance, and rel ocation assistance).

“Donestic violence victint would be defined by Section 6211 of the Fam |y Code
that defines “donestic violence” as abuse perpetrated agai nst specified persons
(e.g., a spouse or forner spouse).

“Al | owabl e costs” woul d i ncl ude:

costs to hire conmunity-based domestic violence progranms to provide training,
services, and materials and to consult in the devel opnent of donestic viol ence
wor kpl ace policies and prograns; and

costs of providing donmestic violence resources to enpl oyees (e.g., devel opnent
of security protocols, information about support services for donmestic viol ence
victins, energency financial assistance, and relocation assistance).

Any credit anpbunt in excess of tax could be carried forward up to eight years.
The bill specifies that this credit would be allowed to reduce regul ar tax bel ow
tentative m ninumtax.

Pol i cy Consi derati ons

Conflicting tax policies conme into play whenever a credit is provided for an
expense itemfor which preferential treatnent is already allowed in the form
of an expense deduction. This new credit would have the effect of providing
a doubl e benefit for that expense item On the other hand, making an

adj ustnent to deductions in order to elimnate the double benefit creates a
state and federal difference, which is contrary to the state's genera
conformty policy. 1In the case of a one-tinme expense deduction, the
reduction of that expense would not create an ongoing difference.

This bill provides that all owable costs nmust be paid or incurred in
California to qualify for this credit. However, allowable costs include
both costs to hire comrunity-based donestic violence prograns to provide
training, services and materials, and to devel op security protocols,
energency financial assistance and rel ocation assistance. This nay raise
constitutional issues because a multi-jurisdictional taxpayer mght pay or
i ncur these expenses outside of California (for exanple, at the corporate or
ot her headquarters in another state).
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However, the taxpayer would not be able to claimthis credit even though
items such as materials were then shipped into California for use at the

taxpayer's business location within California. It may be found that the
taxpayer’'s inability to deduct these expenditures unfairly discrimnates
agai nst out-of-state businesses that are subject to California tax. It

woul d be nore appropriate to limt the credit to costs incurred to train and
provi de assistance to California enpl oyees.

| npl enent ati on Consi derati ons

I npl enenting this bill would require sone changes to existing tax forms and
instructions and informati on systens, which could be acconplished during the
departnent's nornmal annual update.

It may be difficult for audit staff to verify the expenses allowable for the
credit. In addition, because the definition of donestic violence awareness
programis very broad and subjective, taxpayers and department staff may

di sagree on whet her expenses would qualify for the credit.

FI SCAL | MPACT

BOARD

Departnmental Costs

This bill would not significantly inpact the departnent’s costs.

Tax Revenue Esti mate

Based on the data and assunptions bel ow, revenue | osses are estimted as
foll ows:

Esti mat ed Revenue | npact
I ncome Years Beginning On or After January 1, 2000
Enact nent Assuned After June 30, 2000

Fi scal Years
(In MI11Iions)
2000-01 2001-02 2002- 03
-$10 -$13 -$14

Thi s anal ysis does not consider the possible changes in enpl oynment,
personal incone, or gross state product that could result fromthis
nmeasur e.

Wth the change in the credit from 75%to 25% of all owable costs, the
revenue | osses decreased fromthe prior estimated | osses of $25 million in
2000-01, $33 million in 2001-02, and $34 mllion in 2002-03. This estinmate
reflects the reduced percentage of allowable costs paid or incurred in
establ i shing and mai ntaining a donestic viol ence awareness program and an
increase in credit usage rates due to the smaller anount of allowable
credits.

POSI TI ON

Pendi ng.



